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CONFIDENTIAL KINGSTON 3983 
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TAGS: EFIN, JM 

SUBJ: BAUXITE INDUSTRY OFFERS CONTINUOUS PREPAYMENT OF 
BAUXITE LEVY 

1 . ALCOA LOCAL MANAGER AND VICE PRESIDENT PAUL CROUCH IN- 
FORMED ECONOFF JULY 22 THAT BAUXITE COMPANIES ARE PRE- 
PARING TO OFFER GOJ A CREDIT PACKAGE WHICH WOULD AMOUNT TO 
A QUARTERLY RENEWABLE PREPAYMENT ON $40 MILLION OF THE 
BAUXITE LEVY. EFFECT WOULD BE TO MAKE AVAILABLE ABOUT $40 
MILLION TO THE GOJ IN THE FORM OF CREDITS BACKED BY THE 
COMPANIES. ARRANGEMENT WOULD BE PHASED OUT AFTER TWO YEARS. 

2. CROUCH SAID THAT AS A QUID-PRO QUO, THE BAUXITE COM- 
PANIES WOULD EXPECT THE BAUXITE INDUSTRY TO BE MOVED FROM 
THE BASIC TO THE SPECIAL FOREIGN EXCHANGE RATE. CROUCH 
INDICATED THAT BOJ DEPUTY GOVERNOR BONNICK HAD GIVEN PRE- 
LIMINARY APPROVAL TO THE DEAL BUT HAD WANTED COMPANIES TO 
AGREE TO EXPAND PLANTS IN JAMAICA. CROUCH SAID COM 
PANIES ARE UNANIMOUS IN THEIR REJECTION OF THIS CON- 
DITION. HE INDICATED THAT ONLY OTHER STUMBLING BLOCK 

WAS QUESTION OF WHETHER IMF WOULD BE WILLING TO EXEMPT THIS 
PERPETUAL PREPAYMENT ARRANGEMENT FROM THE GOJ'S BORROWING 
CEILING. 
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3. EMBASSY COMMENT: THIS IS NOT THE FIRST TIME WE HAVE 
HEARD OF THIS PROPOSAL. IMF REPRESENTATIVE WILLIAMS 
INDICATED IN LATE JUNE THAT GOJ WAS ALREADY COUNTING 
ON A PERPETUAL PREPAYMENT OF THE BAUXITE LEVY OF 40-50 
MILLION DOLLARS IN ORDER TO FUND THE BUDGET IN 1977. 

HE SAID THIS SERVED TO EXPLAIN, IN PART, HOW GOJ WAS 
ABLE TO REDUCE BOJ FINANCING OF THE 1977 BUDGET BY 
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$200 MILLION WHILE REDUCING THE BUDGET ONLY $76 MILLION. 

IRVING 

CONFIDENTIAL 
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